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OUR 25TH ANNIVERSARY. 


December 3rd marks the 25th milestone of The Corporation Trust Company 
System of corporate organization and service. 


1892—THE CORPORATION TRUST COMPANY OF NEW JERSEY 
organized under the General Corporation Law; 


1904A—THE CORPORATION TRUST COMPANY 
organized under the Trust Company Law of New Jersey; 


1917—THE CORPORATION TRUST COMPANY 
organized under the Banking Law of New York. 


On December 3, 1892, a few prominent attorneys, among whom were the late 
James B. Dill and the late Allan L. McDermott, organized The Corporation Trust 
Company of New Jersey and opened a small office at 60 Grand Street, Jersey City, 
N. J., with three employees. The purpose of the company was that of assisting 
attorneys in the organization of New Jersey corporations and furnishing the 
registered office and agent in that state. 


Little did the organizers contemplate that they were sowing the seeds of an or- 
ganization national in scope which to-day has approximately two hundred employees, 
maintains its own offices in the principal cities and spreads into every state and 
territory of the United States and Canada, representing thousands of prominent 
industrial corporations. Today it is the only financial institution which co-oper- 
ates exclusively with counsel in the organization of corporations. 


There have been very few large and important corporations organized in the 
past twenty years whose counsel has not at some time during their organization 
had occasion to use some of the facilities of our Company. 
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SOME IMPORTANT MATTERS FOR DECEMBER. 
FEDERAL. 


On and after December 1, 1917, the war stamp taxes on bonds, on the issue 
and the transfer of stock, on proxies, powers of attorney, promissory notes, 
conveyances, certain parcel post packages, playing cards, etc., will be imposed. 


DELAWARE. 


The Secretary of State has sent out forms for the annual report to be filed 
by domestic corporations on or before the first Tuesday in January. 


DOMESTIC CORPORATIONS. 


CALIFORNIA. 


NOTICE OF A SPECIAL MEETING OF DIRECTORS must be given in 
accordance with the provisions of the by-laws. A regular meeting of the Board 
of Directors of the Clark Colony Water Company was held, four of the five directors 
being present. At that meeting it was decided to call a subsequent special meet- 
ing and a written notice thereof was duly mailed to the absent director, no such 
notice, however, being given to the four directors present at the regular meeting. 
‘The by-laws of the company provided that special meetings were to be called 
upon written notice mailed at least three days or personal notice two days prior 
to the meeting. Plaintiff, whose stock was sold for failure to pay an assessment 
levied at the special meeting, brought suit to have the sale declared null and void 
on the ground that the special meeting at which the assessment was levied was not 
regularly called. The District Court of Appeal, First District, California, in sus- 
taining plaintiff's contention says, ““Had there been no provision in the By-Laws of 
this corporation it could not be concluded that notwithstanding the fact that four 
directors of the corporation including the secretary thereof, at the conclusion of a 
regular meeting had decided upon the calling of a special meeting for a later date, 
such meeting would have been legal without a special notice in writing given by the 
secretary to each of said directors. Their fullest knowledge of the time and place 
and fact of such meeting would not have sufficed to do ‘away with this statutory 
requirement. The provision in the By-Law under review preserves the statutory 
requirement that the secretary must give notice to each director of the time, place 
and fact of all special meetings of the board.” Beatty v. Rianda, 167 Pac. 185. 


DIRECTORS MAY DEAL WITH A CORPORATION to their own advan- 
tage where at the time of the transaction the directors are the only stockholders 
and there is no adverse interest of creditors involved. A note given by the cor- 
poration to a director and sole stockholder as a part payment for the sale of such 
director’s stock to another director is not subject to technical defenses. “The 
purchaser and seller of the business preferred to act through the corporation; no 
one was deceived.”” Sargent v. Palace Cafe Company, 167 Pac. 146. 
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INDIANA. 


A CORPORATION MAY BE INDICTED only when the Legislature has 
specifically so provided. The Terre Haute Brewing Co., a private corporation, 
contributed the sum of $200 to promote the success of a principle to be voted on at 
a special election. They were charged by indictment with having violated the 
provisions of the penal statutes providing that a private corporation cannot make 
contributions for political purposes. The Supreme Court of. Indiana holds that 
it was not the intent of the Legislature to extend the statuté to every possible prin- 
ciple which might be submitted to the electors, and since the offence was not speci- 
fically enumerated in the statute no indictable offence was charged. State v. Terre 
Haute Brewing Co., 115 N. E. 772. 


IOWA. 


ADVANCEMENTS BY PROMOTORS. The promotors of a corporation 
endeavoring to make the company a going concern personally assumed its obliga- 
tions and gave their notes therefor. At a stockholders’ meeting they presented 
their checks in payment of their subscriptions and received in return the company’s 
check in like amount. This does not violate the statute requiring subscriptions 
to be paid for in cash and there is nothing in the statute forbidding recognition 
by the corporation of payments made in its behalf or the issuance of its stock to 


alike amount. To compel a repayment of the subscription price would be a double 
collection of that amount. Wing v. Credit Guide Co., 164 N. W. 627. 


FEATURES OF THE IOWA CORPORATION LAWS. One incorporator 
is sufficient to effect incorporation. There is no annual franchise tax. An 
Iowa corporation may hold its own stock and stock in other corporations. It need 
not maintain an office in the State unless it does business therein. On the other 
hand, the rate of organization tax is high, corporate existence is limited to twenty 
years, the corporate indebtedness must not exceed two-thirds of the capital stock, 
conditions on which stock is to be issued must be stated in the charter, and stock- 
holders’ meetings must be held in the State. 


COST OF ORGANIZATION IS AS FOLLOWS: 


Fee to County Recorder: 

Recording articles of incorporation, first 400 words, 50 cents, 

and 10 cents per folio in excess, usually about 
Fees to Secretary of State: 

Issuing certificate of incorporation, $25 on any capital up to 

and including $10,000. On excess over $10,000, the rate 
is $1.00 per $1,000. 
(Farmers’ mutual co-operative creamery associations, 
corporations to manufacture sugar from beets grown in 
Iowa and domestic building and loan associations pay a 
fee of $25.00 only.) 

Recording (10 cents per 100 words) about 

Certified copy of charter, when copy is furnished 

Advertising for 4 weeks, about 





THE CORPORATION JOURNAL 


TAXATION. There is no annual franchise tax. 


PROCEDURE FOR INCORPORATION. Articles of incorporation are 
signed and acknowledged by incorporators. One or any number of persons may 
act as incorporators. There are no restrictions as to their residence or citizenship.. 
The articles of incorporation are recorded in the office of the recorder of deeds of 
the county where the principal place of business is to be located. After endorse- 
ment of the time and place of recording by the recorder, the articles are filed with 
the*Secretary of State. If approved, they are published once each week for four 
weeks in succession in some newspaper as convenient as practicable to the place of 
business. Proof of such publication by affidavit of the publisher of the newspaper 
is filed with the Secretary of State. The Secretary of State issues a certificate 
of incorporation. The corporation may cofmmence business as soon as this cer- 
tificate is issued. The acts of the corporation are valid if the publication in a news- 
paper is made within three months from the date of the certificate of incorporation. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attorneys. 
in the incorporation and subsequent statutory maintenance of an Iowa corpora- 
tion is briefly as follows: 

At the. time of incorporation it ascertains, upon request, if the name can be 
used, and furnishes the attorney with a complete set of forms for reference, copies 
of articles of incorporation, which have been approved, files and records the neces- 
sary papers and assists the attorney in every possible way in the organization. 

It will draft and submit the articles of incorporation, by-laws and minutes of 
incorporators’ meeting and upon approval by the attorney will furnish complete- 
facilities for incorporation, attend to the filing of the papers, the holding of the 
necessary meetings and return the records completed in minute book form. 

Attorneys wishing to keep complete control and supervision over the organiza- 
tion of Iowa corporations have found it extremely convenient and expedient to. 
use the local office of The Corporation Trust Company and the services of its repre- 
sentative in Iowa. 

Subsequent to incorporation The Corporation Trust Company furnishes a statu- 
tory office, furnishes rooms for holding stockholders’ and directors’ meetings or 
holds stockholders’ meetings by proxy, gives timely notice for filing state reports 
and tax returns, and keeps counsel informed of changes in statutes affecting the 
corporate status. 

For foreign corporations entering Iowa, The Corporation Trust Company 
drafts all documents necessary to secure authority to do business in the State and 
submits them to the attorney. Upon approval, it attends to their filing with the 
proper state officials. After qualification, it supplies the statutory agent, notifies 
the attorney of all State reports and taxes to be paid, and forwards blanks for reports. 
and tax assessments. A statement containing the statutory requirements for 
admission of foreign corporations to do business in Iowa will be sent upon request 
and without charge. 

An estimate of charges can be secured at our nearest office. 


MASSACHUSETTS. 


A SUBSCRIPTION AGREEMENT to take stock in a proposed corporation 
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to be incorporated for the purpose of acquiring the property of an existing corpora- 
‘tion is not such a binding contract as could be specifically enforced by the corpora- 
tion whose property is to be taken over. The Jamestown Portland Cement Cor- 
poration owning valuable lands desired to provide for the development of the prop- 
erty. At its instance a prospectus was prepared setting forth the advisability of 
organizing a Massachusetts corporation to take over the property and the terms 
upon which the stockholders of the old company might exchange their stock for 
stock in the new company. A suit for specific performance was brought by the 
existing corporation against the signers of the subscription agreement of the new 
company. The Supreme Judicial Court of. Massachusetts, refusing specific per- 
formance and holding that there was no binding contract, says, regarding the sub- 
scription agreement, ““That agreement does not constitute an offer to buy property 
of the plaintiffs or any of them. Negotiations, proposals or schemes which do not 
possess the essential elements of a contract cannot be specifically performed by 
order of a court of Equity. There cannot be specific performance of anything 


short of a complete contract.” Jamestown Portland Cement Corporation v. 
Bowles, 117 N. E. 41. 


MISSISSIPPI. 


RIGHT TO HOLD LAND. The Tchula Co-operative Stores, a corporation 
of the State of Mississippi, was expressly authorized by its charter, “‘to have, hold, 
purchase, acquire, and enjoy real and personal estate in fee simple, or otherwise, 
as it might deem proper.”’ It filed a bill in Chancery to compel the Southern Realty 
Co. to convey to it 80 acres of agricultural lands in accordance with the terms of a 
contract entered into between them. The defendant set up as a defense the statutes 
of the State, passed subsequent to the granting of plaintiff’s charter, prohibiting a 
corporation from acquiring agricultural lands. The Supreme Court of Mississippi 
sustaining the plaintiff and applying the principles of the Dartmouth College case 
says, ‘““The grant by the State to appellee of power to acquire and enjoy real estate 
without limit as to value and quantity is a contract * * * and cannot now 
be withdrawn, no right so to do having been reserved when grant was made.” 
Southern Realty Co. v. Tchula Co-operative Stores, 75 So. 121. 


MISSOURI. 


AUTHORITY OF OFFICER TO SIGN NOTES. In an action on a note 
signed by the Secretary and Treasurer of the Shawhan Distillery Company, the 
defense was set up that the Secretary and Treasurer had no authority to sign notes. 
The records of the corporation whereby such authority could be proved were 
destroyed, but it was shown that a series of notes so signed, without the consent of 
the directors, had been paid by the defendant corporation. The Kansas City 
Court of Appeals holding such a course of dealing to warrant a presumption of 
authority to the Secretary and Treasurer to sign notes, says, ““‘We believe that under 
all the circumstances, plaintiff showed a sufficient course of dealing on the part of 
defendant corporation to authorize its Secretary and Treasurer to sign the note 
sued on in this case.” Shawhan v. Shawhan Distillery Co., 197 S. W. 371. 
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NEW MEXICO. 


A SECRET AGREEMENT BY OFFICERS to permit a subscriber to cancel 
his subscription will not be valid in the absence of special provisions in the statutes, 
charter or by-laws. A note was given in payment of a subscription to stock upon 
an express agreement permitting cancellation of the subscription at the election 
of the subscriber at any time prior to the maturity of the.note. To allow such 
an agreement to be enforced would bea fraud on creditors, for the subscriber pre- 
sumptively knew that credit would be extended to the corporation on the strength 
of the subscriptions. Morrill v. Harris, 167 Pac. 276. 


SUBSCRIPTIONS FOR CAPITAL STOCK which has already been fully 
subscribed are without consideration and void. At the solicitation of officers of 
the People’s Savings Bank & Trust Company, defendant subscribed for 50 shares 
of stock in the bank and gave his note therefor. The receiver of the bank later 
sued on the note and defendant proved that the total capital stock of the bank had 
been fully subscribed when his subscription was solicited and entered. The Supreme 
Court of New Mexico holds that the act of the bank in soliciting subscriptions beyond 
the amount specified in its articles was ultra vires and a subscription so received 
is uncollectible. Morrill v. Harris, 167 Pac. 276. 


NEW YORK. 


AUTHORITY OF CORPORATE OFFICERS. “The treasurer of a manu- 
facturing corporation has no implied power by virtue of his office to make promissory 
notes in its name and no presumption of such power exists. It would seem to be 
necessary for plaintiff to show either that defendant’s treasurer in fact did have 
authority—expressly conferred by by-law or directors, or to be implied from a 
prior course of dealing—or that defendant was estopped from denying such 
authority.”” Hubbard v. Syenite-Trap Rock Co., 178 A. D. 531. 


CRIMINAL LIABILITY FOR FAILURE TO PERMIT INSPECTION 
OF STOCK BOOK. Section 665 of the Penal Law provides that “A director, 
officer, agent or employe of any corporation or joint stock association who * * * 
having the custody or control of its books, wilfully refuses or neglects to make 
any proper entry in the stock book of such corporation as required by law, or to 
exhibit or allow the same to be inspected, and extracts taken therefrom is guilty 
of a misdemeanor.” A case decided some time ago by the Court of Special Sessions 
in the Borough of Brooklyn, but just reported, enforces this law. It appears that 
one Edward S. Anderson, a stockholder of the Candler Realty Company, on August 
26, 1915, in company with his attorney called upon John Bowie at the office of the 
company and demanded an inspection of the stock book, to which request, Bowie, 
on advice of his counsel, who was also present, made no answer. Subsequently, 
on August 31, 1915, Edward J. Reilly, on behalf of Anderson and in his presence, 
served upon Bowie, as secretary and treasurer of the company, a written demand 
signed by Anderson, for the examination of the stock book. On the following morn- 
ing, Anderson received a letter advising him that he could examine the book but 
in the meantime, criminal proceedings had been started against Bowie. Defense 
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to these proceedings was made on the ground that the verbal demand made by 
Anderson’s counsel on August 26th was insufficient basis for a prosecution. The 
Court holds, however, that the verbal demand by Anderson’s attorney in his presence 
was equivalent to a personal demand by Anderson, and that though there were 
no spoken words by the defendant there was a wilful refusal to permit inspection 
of the book. The defendant was therefore, found guilty. People v. Bowie, 166 
N. Y. Supp. 905. 


PENNSYLVANIA. 


LIABILITY OF TRUSTEE FOR A BOND ISSUE. Mortgage bonds of 
the Reynoldsville Water Company were executed in its behalf by its president and 
its secretary. The bonds provided that after thus executed they should be certified 
by the Farmers’ & Miners’ Trust Company and then delivered to the treasurer of 
the water company. Certain bonds were sent to the trust company with the treas- 
urer’s receipt and with directions to send the bonds to a certain bank for delivery 
by that bank to the president of the water company. The trust company did as 
directed and when the president of the water company procured the bonds, he 
embezzled them. The water company sued the trust company for negligence in 
administration of its trust, but the Supreme Court holds that it is not liable, under 
the circumstances. The trust company was fully warranted upon delivery of the 
treasurer’s receipt to dispose of the bonds as directed by the company’s president. 
Reynoldsville Water Co. v. Farmers’ & Miners’ Trust Co., 101 Atl. 800 


A CHANGE OF CORPORATE TITLE is a matter of discretion with the 
Secretary of the Commonwealth in so far as procedure and practice are concerned, 
In Peoples Trust Company of Pittsburgh v. Cyrus E. Woods, Secretary of the 
Commonwealth, and Savings, Deposit and Trust Company of Pittsburgh, 20 
Dauphin County Rep. 288, a Court of Equity has found that it had no jurisdiction 
to restrain or control the discretion of the Secretary of the Commonwealth to whom 
the law commits the legal discretion in approving or disapproving changes of cor- 
porate names. 


UTAH. 


POWER OF PRESIDENT AND GENERAL MANAGER TO EXECUTE 
CONTRACTS. “While it is true that, ordinarily, the president of a corporation 
as such, has no inherent power to execute contracts in general without express 
authority of its board of directors, yet when, as here, the president is also the general 
manager of the company authorized to act under its by-laws, and has long been 
accustomed to transact all the corporate business, his power and the legality of 
his acts may not be questioned, especially when exercised and performed in good 
faith, and in the absence of fraud.” Passow & Sons vs. Witherbee, 167 P. 350. 


ULTRA VIRES. The Tracy Loan & Trust Co. organized as a State Bank was 
the owner under lease of certain property located in Salt Lake City, which it sublet 
to a Drug Company. The Merchants Bank also organized as a State Bank gave 
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a written guaranty signed by its President, of the payment of the rent by the Drug 
Company but had no other interest in the property. The rent not being paid, suit 
was brought against.the Merchants Bank upon its guaranty. The Constitution 
of Utah restricts corporations to the objects and powers expressly set forth in their 
articles of incorporation and no such authority appeared in defendant’s charter. 
The Supreme Court of Utah holding the act of the deferidant in making the guaranty 
ultra vires says, “It must be held that plaintiff accepted the guaranty, knowing 
that*the bank had no power to execute such a paper, and that others besides the 
president of the bank were interested whose rights had not been consulted and 
whose rights were liable to be jeopardized, not only stockholders, but depositors as 
well. If there is to be no limit placed upon banking institutions in lending their 
credit to such schemes or enterprises as the executive officers of the bank may deem 
advisable, then the confidence of the public in banking institutions will be greatly 
impaired, and the legitimate and proper functions of banks turned into devious 
channels of speculative investments.” Tracy Loan & Trust Co. v. Merchants 
Bank, 167 Pac. 353. 


FORFEITURE OF ITS CHARTER FOR NON-PAYMENT OF TAXES 
does not prevent a corporation from making preferences among its creditors. The 
charter of the W. L. Wetherbee Company was forfeited by the state for non-payment 
* of the annual corporation tax. A creditors’ meeting was held the day following 


the forfeiture of the charter and a note and chattel mortgage given on all the assets 
to the Utah Association of Credit Men as trustee for the creditors. The note and 
mortgage was assigned and later was renewed by the company with the assignee. 
Thereafter the assets of the company having been acquired by the assignee upon 
foreclosure proceedings were sold to W. L. Wetherbee, President and General 
Manager of the Company upon a title retaining note but were repossessed by 
the assignee when the note was not paid and were then sold to a third party at a loss. 
Plaintiffs in this action were also creditors but took no part in the creditors’ meeting 
and the transactions which followed. They procured a judgment against the 
company upon an indebtedness contracted prior to the forfeiture of the company’s 
charter and their execution being returned only partly satisfied, they sued to deter- 
mine their rights as creditors claiming that the foreclosure sale was void. Section 
5, Chapter 106 of Laws Utah 1909 reads, ‘“‘In case of forfeiture of the charter and 
of the right to transact business thereunder, all the property and assets of the 
defaulting domestic corporation -shall be held in trust by the directors of such 
corporation as in case of insolvent corporations, and the same proceeding may be 
had with respect thereto as is applicable to insolvent corporations.’”’ The Supreme 
Court of Utah construing this section says, “We are therefore of the opinion that 
the only fair interpretation which can be placed on the statute in question is, that 
where a corporation has, under its provisions, forfeited its charter, in the winding 
up of its affairs and in the disposition of its assets, it may make preference, by assign- 
ment or otherwise, among its creditors to the exclusion of others, so long as not 
interfered with in a proper equitable proceeding for the purpose of subjecting its 
property and assets to the possession of a court of equity to be administered upon 
a impartially among all of its creditors.” Passow & Sons vs. Witherbee, 
167 P. 350. : 
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WASHINGTON. 


VOTING TRUST. Since an individual stockholder can act by proxy and such 
proxy need have no beneficial interest in the corpus of the trust there is no reason 
why any number of stockholders may not combine and act-through agents or trustees 
Tikewise having no property interest. “Such agreements are valid and binding, if 
‘based upon a sufficient consideration, if they do not contravene public policy or a 
positive prohibitory statute, and if they do not sound in fraud or wrong against the 
stockholders.”” Clark v. Foster, 167 Pac. 908. 


WISCONSIN. 


FEATURES OF THE WISCONSIN CORPORATION LAWS. A Wisconsin 
corporation may purchase its own stock, and may borrow money without legal 
restriction. Directors’ meeting may be held anywhere and there is no annual 
franchise tax. On the other hand, the rate of organization tax is comparatively 
high; incorporators must all be residents of the state; business may not be com- 
menced before one-half of the capital stock has been subscribed and 20% of the 
authorized capital actually paid in, stockholders being personally liable for debts 
contracted before this has been done; suspending business for one year dissolves 
the corporation; it cannot hold stock in other companies, except by consent of three- 
fourths of the stock of the company; stock may be issued for property or for services 
only when the true money value equals the par value of the stock; stockholders 
are subject to double liability for claims for labor not exceeding six months’ services; 
stockholders’ meetings must be held within the state; there is no statutory provision 
for an executive committee; the principal managing officer or superintendent must 
be a resident of the State; books of account must be kept at the principal office in the 
State, and are open to the inspection of all stockholders. 


COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of-State: 

Filing and recording articles of incorporation, $1 on each $1,000 
of authorized capital, but in no case less than $25, except mining 
companies, which pay a minimum of $150, and beet sugar and 
dairy companies which pay a fee of $10 on any capital. 

Fees to Register of Deeds: 
Recording articles of incorporation; from 5c. to 20c. per folio. 
Certificate of record, 25c. 


TAXATION. There is no annual franchise tax. An annual income tax is 
imposed of 2% on the first $1,000 of taxable income; 214% on the second $1,000; 
3% on the third $1,000; 314% on the fourth $1,000; 4% on the fifth $1,000; 5% 
on the sixth $1,000; and 6% on all taxable income in excess of $6,000. 


PROCEDURE FOR INCORPORATING. Any number of persons, not less 
than three and all residents of Wisconsin, execute and acknowledge articles of incor- 
poration. The original, or a verified copy of these articles, is filed in the office of the 
Secretary of State. A like verified copy and certificate of the Secretary of State 
showing the date when such articles were filed and accepted by the Secretary of 
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State, within thirty days of such filing and acceptance, are recorded by the register 
of deeds of the county in which such corporation is located. The register of deeds 
forthwith transmits to the Secretary of State a certificate stating the time when 
such copy was recorded. Upon the receipt of such certificate, the Secretary of State 
issues a certificate of incorporation. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attorneys 
in the incorporation and subsequent statutory maintenance of a Wisconsin corpora- 
tion is briefly as follows: 

At the time of incorporation it ascertains, upon request, if the name can be 
used, and furnishes the attorney with a complete set of forms for reference copies. 
of articles of incorporation which have been approved, files the articles of incorpora- 
tion and assists the attorney in every way possible in the organization. 

It will draft and submit the articles of incorporation, by-laws and records of 
proceedings, and upon approval by the attorney will furnish complete facilities 
for incorporation, attend to the filing of the papers, the holding of the necessary 
meetings and return the records completed in minute book form. 

Attorneys wishing to keep complete control and supervision over the organization 
of Wisconsin corporations have found it extremely convenient and expedient to use 
the local office of The Corporation Trust Company and the services of its repre- 
sentatives in Wisconsin. 

Subsequent to incorporation The Corporation Trust Company furnishes a 
statutory office, acts as custodian of stock record books, furnishes rooms for holding 
stockholders’ meetings or holds same by proxy, gives timely notice for filing state 
reports and tax returns, and keeps counsel informed of changes in statutes affecting 
the corporate status. 

For foreign corporations entering Wisconsin, The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. It files the necessary papers and after quali- 
fication it notifies the attorney of all State reports and taxes to be paid, and forwards. 
blanks for reports and tax assessments. A statement containing the statutory 
requirements for admission of foreign corporations to do business in Wisconsin 
will be sent upon request and without charge. 

An estimate of charges can be secured at our nearest office. 


IN GENERAL. 


ARE YOU COLLECTING OUR SERIES OF DOMESTIC CORPORATION 
LAWS? Brief digests of the laws of the various states, setting forth features of 
the corporation law, cost of organization, taxation, procedure for incorporation 
and what The Corporation Trust Company does for attorneys in organization and 
maintenance of corporations, have been printed from time to time in the Corporation 
Journal. Beginning with the first number of Volume 3, which appeared in April, 
1917, there was inaugurated a program of publishing these digests for two states 
in each issue. Including the current number, the following states have thus far 
been covered: 

California, Vol. 3, No. 70, June, 1917. 
Gonnecticut, Vol. 3, No. 68, April, 1917. 
Delaware, Vol. 2, No. 67, March, 1917. 
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Illinois, Vol. 3, No. 72, October, 1917. 
Indiana, Vol. 3, No. 71, September, 1917. 
Iowa, Vol. 3, No. 73, November, 1917. 
Kentucky, Vol. 3, No. 72, October, 1917. 
Maine, Vol. 3, No. 68, April, 1917. 
Maryland, Vol. 2, No. 66, February, 1917. 
Massachusetts, Vol. 3, No. 69, May, 1917. 
Michigan, Vol. 3, No. 69, May, 1917. 
Ohio, Vol. 3, No. 71, September, 1917. 
Virginia, Vol. 2, No. 57, March, 1916. 
Washington, Vol. 3, No. 70, June, 1917. 
Wisconsin, Vol. 3, No. 73, November, 1917. 
It is our intention to continue this series until the laws of all the states have been’ 
summarized. 
If any of the foregoing numbers are missing from your set you may have them for 
the asking as long as the supply lasts. 


FOREIGN CORPORATIONS. 
NEW JERSEY. 


A RECEIVER IN INSOLVENCY OF A NEW YORK CORPORATION 
cannot be appointed in New Jersey. ‘Our courts cannot force a New York creditor 
of a New York corporation to submit his claims to our tribunals under penalty of 
losing all right to participate in the distribution of assets. It is manifestly quite 
as necessary to ascertain the total assets of the corporation as its total liabilities. 
in order to fix the amount needed to pay creditors, and these assets can only be 
finally ascertained in the courts of the domicile to which assets may be_ remitted 
by courts of other forums acting through ancillary receivers.” McDermott v. 
Woodhouse 101 A 375. 


NEW YORK. 


THE OFFICERS OF A FOREIGN CORPORATION having a business’ 
office in this state are not personally liable for failure to exhibit the stock book of 
the corporation upon demand made at such office pursuant to Section 33 of the Stock 
Corporation Law when such stock book is kept without the state and is not in 
their custody or control. Kellner v. Shelley 165 N. Y. S. 833. 


CANADA. 


A CANADIAN DEPARTMENT OF THE CORPORATION JOURNAL, 
under the editorial supervision of our representatives in the Province of Quebec, 
Davidson, Wainwright, Alexander & Elder of Montreal, is established with this 
issue. Heretofore Canadian legislation and decisions have been reported with like 
matter from the various states and territories of United States. 


IMPORTANT AMENDMENTS TO THE COMPANIES’ ACT have been 
enacted by the Canadian Parliament in Chap. 25 7-8 George V, assented to Sep- 
tember 20, 1917. A short summary of the changes effected, prepared by the Honor- 
able Thomas Mulvey, Under Secretary of the Dominion, is given below: 
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INTERINSURANCE. There was doubt whether companies incorporated 
under the Dominion Companie’s Act had authority to enter into a contract of inter- 
insurance because the carrying on of insurance business by such companies was 
prohibited. The amendment clears any doubt. 


CORPORATIONS WITHOUT SHARE CAPITAL. Heretofore it was 
necessary to apply for a special Act of Parliament for the creation of associations 
for charitable, philanthropic, social, professional and similar purposes. Under 
the amendment applications for incorporation are made in the same way as those 
for business concerns. By-laws, however, are subject to the approval of the Secre- 
tary of State and must be filed. 


COMPANIES WITH SHARES WITHOUT NOMINAL OR PAR VALUE. 
The legislation of the State of New York upon this subject has been adopted in its 
entirety, subject to such verbal alterations as the differences in system necessitate. 


PROSPECTUS. The prospectus provisions of the British Act of 1908 have 
been adopted with the modification that a certificate to do business and the “statu- 
tory meeting” are not required. Private companies are exempt. Companies 
not offering shares for public subscription must file a notice in lieu of prospectus 
after the first of January, 1918. Companies offering shares for public subscription 
must file prospectus. 


REDUCTION OF CAPITAL. The clauses of the British Act have been adopted 
in full, clearing up any doubt which may have existed respecting the reduction of 
paid-up capital by repayment to the shareholders. This, in effect, authorizes 
the redemption of preference shares. 


REGISTRATION OF CHARGES, MORTGAGES AND BONDS. §Aill 
charges, mortgages, bonds and debentures creating a lien on the assets of the com- 
pany must be filed in the Department of the Secretary of State within thirty days 
after their creation. Where property is situated out of Canada, this period is 
extended by the time of postaldelivery. Floating charges and charges on uncalled 
capital must similarly be filed. These clauses come into operation first of January 
1918. 


USE OF NAME OF PROPOSED DIRECTOR. A person named in a pros- 
pectus or notice in lieu of prospectus as a proposed director cannot be appointed 
to that position unless he was an incorporator of the company, has contracted to 
take the qualification shares, or filed a consent with the Secretary of State. 


INVESTIGATIONS. The provisions of the British Act have been adopted 
with this modification that a proportion of the shareholders such as in the opinion 
of the Secretary of State warrants an investigation, may have it at his direction. 
The inspectors have the right to examine all the affairs of the company and take 
evidence under oath. 


AUDIT, ANNUAL MEETING AND STATEMENT TO SHAREHOLDERS. 
The affairs of the company must be audited annually by an auditor appointed by 


the shareholders. If shareholders neglect to appoint an auditor, the Secretary of 
State may do so. 
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An annual meeting must be held, and an annual statement showing specified) 
items must be presented. 


ANNUAL RETURN. Annual statements of the affairs of the company must 
be made to the Secretary of State. A list of shareholders or a financial statement 
is not required. The statement should show the list of officers, directors, issuedj 
capital. issued bonds and debentures. 


TAXATION. 
ARKANSAS. 


THE VALUE OF TANGIBLE PROPERTY LOCATED WITHOUT THE: 
STATE SHOULD NOT BE DEDUCTED in assessing the value of the capital 
stock of a corporation for purposes of taxation. The Bodcaw Lumber Company- 
was the owner of real and personal property situated partly in Arkansas and partly 
in Louisiana. For several years they made a return of their tangible property: 
in the state but failed to make a return of their capital stock as provided by statute. 
In an action by the state to recover back taxes they contended that a tax upon the- 
capital stock, without deducting the value of the tangible property without the 
state, would be an indirect tax on the property itself and therefore double taxation. 
The statutes of the state make no provision for taxing shares of stock in the hands. 
of individuals, the purpose being to provide for one tax upon the aggregate value 
of the capital stock deductible at the source. “The assets of a corporation of 
every character and wherever located may be taken into consideration by the- 
assessing officers in ascertaining the value of the shares of stock. The situs of the 
shares of stock—capital stock—for the purpose of taxation is the domicile of the 
corporation. The value of tangible property owned by the corporation beyond the- 
jurisdiction of the state must be taken into consideration in determining the value 
of the shares of stock, for such property is one of the elements or factors giving value- 
to the shares of stock, and the value of such property, in so far as it enters into the- 
calculation or estimate made in determining the value of the shares of stock in the 
aggregate, cannot be deducted from the sum thus ascertained to be the value of! 
those shares.” ‘Such property is only considered in so far as it contributes to give- 
value to the shares of stock which the state has a right to tax, at their source; that is, 
the domicile of the corporation.” State v. Bodcaw Lumber Company, 194 S. W. 692, 


INCOME TAX. 


For preceding references, see 3 Corporation Journal, page 85. 

The specific exemption of $200 for each child applies to the normal tax of 2%, 
imposed by the Act of September 8, 1916, and to the addition of normal tax of 
2% imposed by the Act of October 3, 1917, according to a treasury decision. (p. 435.); 

According to a decision of the Commissioner of Internal Revenue the tax of 6%, 
is to be withheld on interest on corporate obligations payable to non-resident foreign, 
corporations on and after October 4, 1917. (p. 435.) 

Dividends received by a stockholder in 1913 paid from surplus earned prior; 
to January 1, 1913, constitute income to the stockholder, according to a decision, 
by the United States Circuit Court of Appeals. (p. 436.) 
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Letters from a Deputy Commissioner relate to deducting tax at source on divi- 
dends paid on stock actually owned by non-resident alien corporations not engaged 
in_business in the United States. (p. 440.) 

According to a letter from the Commissioner there is no withholding of the tax 

_at] the source on corporate security interest payments to non-resident alien co- 
partnerships. (p. 441.) 

A‘telegram from the Commission relates to amount of deduction on dividends 
paid to non-resident alien corporations. (p. 441.) 

A letter from the Commission discusses return of information at the source, 
(p. 441.) 

The liability of a corporation dissolved prior to October 4, 1917, to the additional 
income tax imposed by .he Revenue Act of October 3, 1917, is the subject of a letter 
from a Deputy Commissioner. 

A treasury decision extends the time des making returns of corporations whose 
income tax returns have been made on a fiscal year basis. (p. 442.) 

A treasury decision contains a synopsis of decisions on interest or bonds received 
by a legatee, on payments received under cacident compensation laws and on un- 
distributed net income. (p. 444.) 


FEDERAL ESTATE TAX. 
(RULINGS AND REGULATIONS. 


For preceding references, see 3 Corporation Journal, page 85. 

According to a letter from a Deputy Commissioner inheritance, succession, 
or legacy taxes payable on estates of non-resident decedents are not deductible. 
(p. 86.) 

A letter from a Deputy Commissioner relates to the duty of a bank in connection 
with 30 day notice, return and payment of tax for portion of decedent’s estate in its 
hands and to district in which notice should be filed in case of stock, in non-resident’s 
estate, physically abroad at time of death. (p. 86.) 

The transfer of stock is the subject of a letter from an Acting Commissioner. 
(p. 87.) 

According to a treasury decision discount allowed on original payment of tax 

.is not allowed on payment of additional assessment. (p. 88.) 
(NOTE.—The page references are to our War Tax Service, wherein the fore- 


going rulings and regulations.) > 
MUNITION MANUFACTURER’S TAX. 


No rulings or regulations have been issued since our last report. See Corpo- 
ration Journal, p. 86. 


EXCESS PROFITS TAX. 


For preceding references see 3 Corporation Journal, page 86. 
A treasury decision relates to Liberty Bonds issued or to be issued under the Act 
of September 24, 1917. (p. 927.) 
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A letter from an Deputy Commissioner states that in computing tax the “de- 
duction” is allowable only for the tax at the 20% rate. -(p. 927.) 


Time for making returns by corporations whose income tax returns have been 
made or shall be made on a fiscal year basis has been extended. (p. 928.) 

According to telegrams from the Commissioner the amount invested in Liberty 
Bonds purchased with stock, or from surplus, is invested capital. (p. 929.) 

A letter from a Deputy Commissioner states that when tangible property, other 
than cash, is paid in, on or after January 1, 1914, on an amount equal to the actual 
cash value thereof at the time of such payment is to be included as “invested capital” 
irrespective of par value of stock issued therefor. (p. 930.) 

(NOTE.—The page references are to our War Tax Service wherein the foregoing 
rulings and regulations are reported in full.) 


FEDERAL RESERVE. 
RULINGS AND REGULATIONS. 


For preceding references, see 3 Corporation Journal, page 87. 

Informal rulings of the Board relate to drafts drawn for the purpose of financing 
sale of goods to Allied Purchasing Commissions (p. 555), to substantial competition 
within the meaning of the Clayton Act (p. 555), to the effect that limitations under 
section 5200, Revised Statutes, do not apply to State bank and trust company 
member banks (p. 556) to renewal of short-term paper (p. 557), to advertisements 
of “‘clearing members” (p. 557) to purchase of United States 2 per cent bonds p. 557). 

The law department has rendered opinions on bills payable with exchange and 
collection charges (p. 558), on trust receipts as actual security for acceptance trans- 
actions (p. 559 and on Federal Farm Land Bank deposits with Federal Reserve 
Banks (p. 560). 

(NOTE.—The page references are to our Federal Reserve Act Service, which 
reports all rulings and regulations of the Federal Reserve Board.) 


TRADE COMMISSION. 


No rulings have been issued since our last report. See 3 Corporation Journal, 
page 71. 


NEW PUBLICATIONS. 


DELAWARE FORMS. A complete revision has been made of our Delaware 
forms. They now conform to the non-par value features of the law as well as to the 
par value provisions. A complete set will be torwarded to attorneys upon request. 


INCOME TAX LAW. Mr. George E. Holmes, until recently Assistant Secre- 
tary of our company in charge of Federal Tax Services, is the author of a book on 
the Federal Income Tax Law, published by Callaghan & Co., of Chicago. 


THE CORPORATION JOURNAL should be kept in a binder for convenient 
reference. We furnish a substantial binder for $1.50. 
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The Registrar 
for Corporations 


FTER Robert Schuyler, as transfer Agent 
A of the New York & New Haven Railroad, 
had issued a large number of certifi- 
cates to his own brokerage firm and others 
in excess of the authorized capital of the 
railroad, involving it and innocent purchasers 
of its shares in extensive and costly litigation 
(see Mechanics’ Bank vs. New York & New 
Haven R. R. (1856), 13 N. Y. 599, and New 
York & New Haven Railroad Co. vs. Schuyler 
(1865), 34 N. Y. 30), the New York Stock 
Exchange altered its requirements, making 
it obligatory that all shares listed on that 
Exchange be authenticated by a Registrar. 


Smaller corporations transferring their 
own stock often employ the services of a 
registrar as a check upon their own work 
and ‘as a protection to themselves and their 
shareholders. 

Our officers will be glad to explain to you 
the many advantages of appointing a regis- 
trar for your corporation clients, and particu- 
larly the specialized service rendered by this 
Company. 


. THE: CORPORATION TRUST COMEANK 


37 WALL STREET, NEW YORK 








